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I ...ubmittinq ccmaent. to thep~ auction rules a. a small
bu.ine•• person. My caBaents are a. follows:

Auction Desiqn

The sinqle mo.t 1JIportant el_nt in auct.ion cl••iqn .hould be
simplicity. COJII)licatecl auct.ion rule. will ol\ly feed .u.picion on
the part of the public that the rule. have been riqqed t.o benefit
one interest qroup or another. The .iaple.t procedure i. therefore
the be.t.

Oral bidding, a. not.ed in paraqraph 37 ("'37"), i. likely to be
perceived a. fair becau.e the proc... is open, and any eliqible
qualified bidder who i. willinq t.o pay enouqh can be assured of
winninq.

Blectronic biddiDg ('39), while perhaps appropriate for auctioning
Treasury .ecuritie. t.o maj or financial institution. who submit
multiple bids on a weekly ba.i., plac•• a qr.at burden on small
bu.inesses who may not. have acce.. to the infrast.ructure required
for electronic bidding, and who only wi.h to bid on a handful of
markets in on. auction ••••ion d.alin9 with mark.t. in the state in
which they do bu.in.... It is not an "op.n" proc••••

Sealec:l bidc!inq for licens.s •• part of a CJZ'O'IP and oral bids for
the ca.ponent part. ('47 and '41) denies the ••all business bidder
the opportunity t.o pay .nouqh for the ..rket that he wants to build
and operate. If a major play.r want.. to bUy all of the markets
compri.ing a market clust..r, that. player .hould have to compete on
a market by mark.t b••is for each component of the cluster. That
assures that each market will go to the party that values it the
most (#34 and #41), and maximizes the return to the treasury.

No. of CoPiesf1IC'd~
listABCOE



_11 bu.in... ....... of _11~ provide service to the
public SOOII8r than do _jor playerll1fllo Gml both the large .-ruts
aDd the .urrouDd.J.nv ...u.l one.. The larqe lIarket gets built first,
becau.e it i ••ore profitable. _11, low population den.ity
market. get built only after the large, high population density
market is built out. In effect, ...11 aarket. are warehoused by
biq player. until they qet around to buildinq them.

S_lecl bids vb.era t:M c-t••ioft ...... very f ..bi~ ('49) i.
a departure fr01l open biddinq, and therefore underaines publ ic
confidence in the proc.... It incr__• the po••ibility of bidder
collu.ionl the po••ibility of collusion iner..... a. the nUJlber of
bic14er. get. ._ller. Finally, what are the aarket. which are
going to have very few bidden? All _rket .ize decline., more
.aall business bidder. will bid. If anYthing, ••all market. will
attract more bidder., not fewer.

Sequence of Biddinv ('51-53, '125). In the cellular industry,
ragion. are 0reJani... arouncl the _jar _rket. PCS i. likely to be
the .aa.. Aqqregation of multiple r.,ion. doe. not improve service
to the public; it just reduces coapatition by making big players
into really biq players.

The be.t balance of aggregation and revenue to the treasury would
appear to be offering the region. in order of popUlation, each
market within the ragion in order of population, and each .pectrum
block in de.cending order of .i.e within each aarket. Thi. permits
those Who want to aqvregate within a region to do .0 in one auction
session.

st.Dltaneou. •..led bidding ('55) cre.te. prObl... becau.e of the
problems of overall ceilinq. and having to permit bidder8 to
withdraw bid.. If .ealed bid. undaraine public confidence in the
proce•• , .imultaneou••ealed biddinq ju.t aake. it wor.e.

st.ultaneous asoenll.iDIJ bid e1eai:roDic auctiOftll ('56 • 62) a••ume.
that the maj or player. are to be the 80le beneficiary of the
auction proces.. It a••ume. that there will be no open auction.
It discri.inate. again.t .mall bu.in.... The creation of such a
system would take aore ti.e than the cODlission has for this
proceedinq. Keep it .imple.

Coabinational bidding ('57-'62, '120, '123) create. a very complex
alternative to open bidding which will not affect aqqreqation but
is likely to reduce revenue to the trea.ury.

If a 1Ilajor player want. to purcha.e all of the aarkets in a reqion,
it can do so one aarket at a tiae in open bidding. A .ealed bid
for all of the _rl£et. in a r89io1'1 torce. .uch a bidder to bUy
aarket. which it aight otherwi.e not purchase, but for which it i.
forced to bid to .eet expected .ealed bids from other maj or
players.
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Aa a practical ..~t.r, th••• ..-ll.r ..rk.t. would be unavailable
to .mall busin••• bidder. tor vhoa thea...rut. would be just the
riqht size tor their re.ourc... The hi.tory ot cellular build out
indicate. that the biq operator vill build the ...ller markets la.t
vhile it tully 4ev.lop. it t. laZge _net., deprivinq the small
market consumer ot .ervice until the day before license expiration.

Colllbinational bi4dinq would red.uce proceeds to the treasury ,
because it makes it iaPOssible tor the treasury to receive the
hiqhe.t price trOll tho.e bidder. that value each individual market
the most.

A ·Pinal and ~t· offer ('10) i. wor.e .till tro. the point of
view ot the ...11 bu.iness bi4der. H. may lo.e the market for
which he has ottered. the hiqh••t bid, not becau.e a major player
particularly want. that .arut, but becau.. the ..jor player is
willinq to rai.e his bid tor the ..jar .arket in the reqion tor
which it submittecl the initial ._184 bid. Thi. runs directly
oounter to the principal of di....inatinq license. amonq a wide
variety ot applicant., inclu4inq s..ll busin.s. ('11).

LiIlitationa by bid4era on viDningli and expendiblrea ('63-65) is a
complication arisinq trom peraittinq simultaneous sealed bid
auctions. Open biddinq keeps it simple.

KiniJaua aid a-qatz •••nu ('11-"') plaoea the cOIIJIission in the
po.ition of deteraininq value ift a prooeed1nq .pecitically desiqned
tor value to be determined by the auction proce.s. Failure ot
bidders to .eet a predeterained value si~ly delay. service to the
public until such ti.e as the ca.ai••ion has reduced the minimum
bid to the point where it reflect. true aarket value.

lnatal~ pa~ ('69 , "') tor qualityinq entities is the
ea.iest tora of alternative pa~nt ..thad to admini.ter. Por a
seven year licen•• , an appropriate tor.ula would be a down payment
of 1/7 the winning bid and .ix additional equal payaents with
interest at prime plus one percent on the unpaid balance.

A caabination of initial pa~t plus royaltie. ("0) would be an
ideal formula becau.e payment ot, .ay, a 5' ot qross revenue
royalty would preci.ely ..tch pa~Rts to ..rket revenues. There
is a stronq public policy appeal tor the trea.ury to receive an
onqoinq revenue stream froa the operation ot spectrum that is a
national asset.

Most operators hold each marut licen.e in a .eparate subsidiary,
and aUditinq i. si.ply a aatter ot lookinq at the appropriate tax
return to deteraine qross cu.to..r revenue. The complexity lies
not in the admini.tration but in the bidding.

A royalty approach is appropriate only it all bidders for a
particular license were "royalty" bidders. Then the biddinq
competition would be the ..ount ot the initial payment. If the
tinal rules provide tor specitic spectrum set asides for qualified



applicants, th.n royalti•• would provide aaxi.ua opportunity for
qualified entiti•• by r.ducing the co.t of .ntry and the be.t deal
po••ibl. for the trea.ury.

Default ('71) .hould not plac. the ca.ai••ion in the po.ition of
becoming a bill coll.ctor. It .hould be .ufficient for the amount
unpaid, with int.r••t accruing, to be a li.n on the license, to be
paid wh.n the 1ic.n•• i ••ith.r r.newed or tran.f.rred.

The Bliqibi1ity criteria ('77) .hould b. for the purposes of
••tablishinq a JaaXiJIuJI, •• q. not JIOr8 than a n.t worth of $6.0
million and .arning. of not .cr. than $2.0 .illion, .0 that large
operators will be excluded fraa the qualifyinq class.

Mini.ua financial r.quire.ent. should b. det.rmined on a .ervice by
.ervice ba.is. And, .ven then, account .u.t be taken of the fact
that a compact market of 100,000 popUlation may be capable of being
••rved by one cell, and r.quir. a relatively ••all inve.tm.nt,
cOllpar.d to a .ark.t with million. cov.ring a large qeoqraphic
area.

Tax certificate. ('80) .hould not be u.ed for those sellinq their
lic.n_. The ti_ qualifyinq .ntiti.. n.ed h.lp i. at the
beqinninq of their activitie., not at 1:he end. What the small
bu.ine•• applicant need. i. in.tall.ent paya.nt. and royalty type
of a••i.tance at th. beqinninq.

However, tax c.rtificat.s would b. invaluable in .ncouraqinq
licen.. .xchang.. .-eng lic.n.... Who vish to rationalize th.ir
portfolios in r ••pon•• to a changing ..rk.tplac.. The Co.-i••ion
.hould establi.h procedures for the i ••uance of tax certificates in
the case of exchanq. of like kind lic.n••••

UIljWlt mtriahwent~ &aCti_ ("3-"') has be.n an i ••u. in the
cellular lotteri.. becau.e of the Ca.ai••ion'. rul.. which
p8rJ1itted the .al. of a con.truction perait or license without
takinq any step. to build or op.r.t. the market. R.th.r than
involve the ca.ai••ion in the quapir. of d.teraininq market value,
the better approach i. to prohibit tran.f.rs for a three year
period after the .ward of a lic.n... In th••e circuastanc.s,
forbidd.n transfer. would cau•• the licen•• to cancel automatically
<'88) •

Where there are .ultipl. licen_. in ...rket, particularly in the
ca.e of PCS, the f ••r of service not b.ing provided to the public
<'84) is unfounded, bec.use the ••rvice will be provided by the
competitors. The handful of c•••• in which this would be an is.ue
does not warr.nt the ca.ai••ion .t.ppinq into the valuation
quaqmire.

Unjust enri~nt fraa lotteri.. (f") involve. the co..ission in
valuation questiOfts .uch more ca.plic.ted than in the case of
auctions. At le.st in .uctions, there viII be a record of prices
paid for other spectrum. in the SUle .arket. None of this data will



be available in the ca.e ot lot.t.erie.. The Co_i••ion will be able
to iaple.ent the intent. ot C0ft91"8- ju.t. a. ettectively with a
three year transter re.triction without. .t.epping into the valuation
quagmire.

The ccmaission has already enact.ed ~ozwaaoe -..uir••ent:ll ('90)
for most services. They appear to work reasonably well. The
existing framework .hould be maintained.

COllu.ion ('93) i. :.o.t. likely aIIOll9 the lat'CJe.t tirm.. There is
already a .u.picion IUIOng the 98fteral public that the.e la%'ge tiras
will divide up the country by into~l .~t and bid tor major
markets accordingly. At the saae ti_, collu.ion is easy to allege
and hard to prove. overall, it i. another quagmire that the
ccmmi.sion should avoid. Mo.t ettect.ive would be to obtain a
commit.ent traa the Ju.tice Departaent that it will establish a
task torce to monitor the auction result. and prosecute violators
under existing law.

Application proc_.iDcJ reqai~t:II ('95-'101, '128) need not
change from pre.ent procedure.. A .hort torm to determine legal
qualifications to be reviewed prior to the auction already exists
for services such as cellular and IVDS. A 10ftC)' tora, the
application currently in u.e, .hould be submitted prior to the
auction, but reviewed only atter the applicant i. a .ucce••tul
bidder. Thi. will a••ure that only ..riou. biclcler. apply, and
reduce the pre-auction proce••inq tilla required by the co_is.ion •
Short tora application. .hould be .ubject to the letter perfect
standard, and loftC)' form applications .ubject to the standards
already in place tor each .ervice.

In deteraininq .....its ... et:Mz' i ••••au tor eD1:eriDg bid.
('102-'10', '12_) ~ cc.ai••ion' 1 __141M .iaplicit.y. Any
proce•• which require. a .eparate depoait ..ount tor each .egaent
ot spectrum tor each aarket creates a paperwork logjam and mUltiple
opportunities tor error.

The .o.t straighttorward approach i. to require all bidder. to
deliver a c••hier. check tor a .int.ua ot $100,000 to the auction
for entry to the area re.erved tor bidder. to open hi. auction
account. At the close at _ch biMi..., _.ion for each licen.e, it
the aaount in the winner. account i. not. .utficient to cover 20' of
the winning bid, 'then the winner _ke. an additional deposit. It
the winning bidder fails to cover the a.ount required, the license
is i_ediately re-auctioned.

The winner has thirty day. at'ter tbe close ot the auction to pay
the r_ininq 80t. Failure t.. do 110 act.. a. a torteit of the
depo.it. The .econd highe.t bidder i. given 'the opportunity to
purchase the market at the winninq bid price. If the second
highest bidder fail. to purcha.e at the winning bid price, the
license is scheduled for re-auction in thirty days.



Thi. procedure has th. virtu. ot .iaplicity. Th. rule. are ea.ily
und.r.tood. Th...xiJIWI d.lay in tho•• c•••• where the 80% is not
p.id i ••ixty day•.

In the event th.t a 1fiDll1DcJ 111cIe.r 18 fOUJld to be ineligible,
unqualified or unable to pay ~ r ...ininq 80' ('113), the mark.t
.hould be re-auct.ioned a. indioat.ac1 abcrv.. Th. _rk.t. .hould be
open tor biddinq by all applicant. who vera .liqible tor the fir.t
.uct.ion, wh.t.her or not. th.y .ctually participat.d. The
coaai••ionI. obj.ctiv. i. to have a. ..ny qualiti.d bidder. a.
po••ible at each auction ••••ion.

Specitic servic••

PCS aDd CS_iCJDllt:acl ant.it.i_ ('121). It the ca.ai••ion i. qoinq to
set a.id. two sp.ctrwa block. tor d••iqnated .ntiti•• , th.n the use
ot royalty pa~nt.. a. th. .xclusiv. ..thod. ot p&ya.nt would be
appropriate tor the r.a.on. previeu.ly .et. torth. If the
co_i••ion do.. not approve royalty paya.nt., then in.tall••nt
payments would be appropriate.

When biddinq for non ••t a.id••pect.rua, d••ignated .ntitie••hould
be able to mak. Pa~nt using th. in.t..llm.nt payaents. This is
particularly import.nt in .ncouraqinq ...11 bu.in... to provide
••rvice in ...ll.r ..rot. vlutr. til. ..jar operator. would
otherwi.e be war.hou.inq .pectrwa while th.y build the .ajor
aarket••

Consortia should b. accorded d••ignated .ntity .tatu. only wh.n a
majority of the own.r.hip and control i. in the hands of desiqnated
entities.

PCS Narrowband ('122) lic.n••••hould be open to all applicant.,
and desiqnated .ntitie. .hould b. .ntitl.d to u.e in.tallm.nt
paYJlents.

TIle dat.ndDa'tiOll t:Iaa't :IVD8 IIbaald ... IlUbjeet 'to auction rul_
neadll t.o be reao••iclerad ('143). Since IV1)8 va. au~riz.d, the
inc:lustry has be4JW'l to aov. in a 4itt.r.nt. direction tro. that
oriviRally cOftt.-.laues. ft. b\lsiDaetl plafts ot a ~r ot IVDS
s.rvic. provid.rs oont_plat. .. tre." acc.ss to the IVDS sy.t.. for
any cu.to••r who own••n appropriate box. Th.r. would be no charge
to the cu.to••r for conn.ction to the .y.t.. or for system time
used.

The co.t. would be paid by the vendors of goods and .ervioe.
offered to custaa.r. via IVDS. In this r.spect, IVDS looks much
lIore like broadca.t t.l.vision, which i. paid for by t.h. vendors of
qoods and servic.s, than lio, for .xaapl., c.llular telephone
s.rvic., wh.r. t.h. ou.to••r pay. for connection tim••



Because no IVDS syst... are yet in ..rvice, the degree to which
this trend in the IV1)8 industry ~s the pri.ary operational
reality is as yet unknown. If, in taat, IVDS is offered as a no
co~ioll charwe and no ti.. c:dYJ:wa ""ice, then the ccmaission
is ..nclated uncia&" ~ nl....~ll.... by COftp'e.s to ewaN IVD8
spectnlll by lottery and not by a.c*lon. '!'Ilia ee.aentator requests
reply c01Dlents trOll proapective IVD8 .ervice providers on their
proposed operational plana, so that the c..-isaion can have the
tacts available upon which to base a conclusion on the primary use
of the IVDS apectrua.

ZVD8 preferencea ('144), where there are only two licenses Per
market, are more difficult than Pal where 'there are .ultiple
licen..s per market. The applicationa filed for the first nine
markets, at $1,400 per application, indicate that there 18 stronq
interest from _all buaine.s applicants. with a relatively low
entry cost (compared to PCS), IVDS is a natural for small business.

In view of the foregoing, in the event that IVDS is awarded by
auction, the c..-i.sion should aet ••ide one of the two available
licen..s in each aarket for qualified entity applicants, and such
applicants should, at a minimwa, be permitted the install.ent
method of payment.

If the ccmais.ion really vanta to encourage qualified entity
participation in IVD6, it ahould adopt the down payaant plUs 5'
royalty .ethod of payaeJ'lt previoualy discu.sed. All biddinq for
one licen.e in eadb .-rket would be for the aaount of the down
payment. This approach gives _xiJIUJI opportunity for qualified
entities to participate in IVDS. Thank you.

S;Z~
Marlene C. Abe

341 N. San Roque Dr.
walnut, C. 91789


